The authors investigated the comparative advantage of Ethiopia and the role played by international purchasing. They found that Ethiopia has 302 product lines in which it has revealed comparative advantage, RCA equal and greater than 1. The authors have concluded that Ethiopia has comparative advantage in 302 products. Tanned/crust skins of sheep/lambs were found to have a revealed comparative advantage index of 1821.51. International purchasing play a significant role in promoting comparative advantage.
INTRODUCTION
Comparative advantage provides a mechanism for a country to gain from international trade through specialization. It gives the country a competitive edge over other countries in the products in which it has comparative advantage. Unlike absolute advantage, every country may possess some sort of comparative advantage in some products it produces. International purchasing is linked to comparative advantage. A firm source its supplies from other countries other than domestically can significantly benefit if it sources its supplies from countries which have comparative advantage in their production. The gains for the firm would be in the form of low prices and efficient supply due to the country that export the products. This paper investigates the comparative advantage of Ethiopia and the role played by international purchasing concept. Ethiopia is a member of the Common Market for Eastern and Southern Africa hence it is one of the key players in trade in the region.
Background
Ethiopia is the member of African Union and the Common Market for Eastern and Southern Africa. It shares a common border with Eritrea in the North. On the Eastern side, it shares a border with Somalia. In the same geographical area like Somalia, it shares a border also with Djibouti. Ethiopia shares a common border with Kenya on its Southern part. Sudan is its neighbor in the West and South-West. Ethiopia has a population of 72.4 million with 200 dialects. The country basically depends on agriculture with estimated over 90% of its population solely dependent on agriculture mainly at subsistence level. Ethiopia carried out trade liberalization between 1974 and 2009. The reforms were at their peak from 1992 onwards. Trade liberalization brought in positive results in Ethiopia (Allaro, 2012) .
Comparative Advantage
Ricardo's theory of comparative advantage states that specialization and free trade will bring gains to both countries engaging in international trade (real wages will increase) and that countries which may not be absolutely very efficient producers can also benefit due to comparative advantage. A country is in a position to enjoy comparative advantage in the production of a product when the said product can be produced with a lower expenditure in comparison with other products the country produces. It is argued that even though a nation may have an absolute advantage in the production of both products. Ricardo emphasized that specialization and trade have roles which provide mutual benefits. When nations specialize in the production of product in which they possess comparative advantage, they are likely to have optimum combined output and allocate their endowment very efficiently . A nation possesses comparative advantage in the production of a particular product if its opportunity cost in terms of another product produced by another is lower (Case & Fair, 2002) .
According to Case and Fair (2002) , the Heckscher-Ohlin theorem explains that the source of comparative advantage comes from its factor endowments. That means a nation possess a comparative advantage in the production of a good if that nation is endowed with inputs used more intensively in the process of production of that good. According to Mzumara (2006) , Hescheker-Ohlin theorem is an extension of the principle of comparative advantage and according to them; international differences in cost come as a result of differences in factor endowment. A country with an abundant endowment will export the product which uses its abundant factor most intensively and then it will import goods that use its scarce factor less intensively. However, it is factor endowment scarcity which gives rise to comparative advantage (Khatibi, 2008) . This explanation is not correct when Mzumara (2006) and Widgren (2005) are taken into account. According to these two authors, they attribute comparative advantage from factor abundance. It is the factor abundance which gives rise to comparative advantage. They dispute Khatibi (2008) explanation which centers on scarcity rather than abundance as the source of comparative advantage. According to Kowalski (2011) comparative advantage moves along with policies and institutions. That is the differences in national policy settings and their performance lead to differences in productivity between countries leading to differences in gain from international trade. Further, comparative advantage arises due to the stage a country may be in the process of economic development. The author concludes that trade liberalization and comparative advantage led specialization does not limit economic development instead it engineers it. Goldin (1990) asserts that the principle of comparative advantage is the only proposition in social sciences which remain true and non-trivial. It has come to be accepted as universal law in international trade. A nation has comparative advantage in the production of a particular product if it is relatively well gifted with factors used to produce a particular product and such factors are used more intensively in the production of the said product.
INTERNATIONAL PURCHASING
According to Research and Market (2013) , to succeed in the global economy is only feasible if a firm supply base is competitive globally. Firms which are successful source their supplies beyond their borders and they tend to establish relationships with reputable suppliers in foreign countries. This provides a link with comparative advantage. A country possesses comparative advantage through the production of its firms. That means firms from other countries will establish working relationship with firms in the country that has comparative advantage. Through comparative advantage, the purchasing firms can benefit by sourcing from such countries in terms of lower prices and efficient supply.
International purchasing does not operate in isolation. It ought to be integrated into firm's purchasing strategies. In essence, this calls for appropriate skills and know-how which often lack in such firms' buying departments. Success entails intra-firm linkages through purchasing, finance and other logistic factors mostly absent in firms wholly dependant on local supply chain. So basically, it is the firms which look beyond its borders to source its supplies which will succeed. Such success depends on selecting the right suppliers, in this case, countries which have comparative advantage in those supplies.
The globalization of markets, comparative advantage provided by some emerging nations and advancement in information technology as well as improvement in transport logistics has led nations to re-orient themselves with outward policies. International sourcing as well as international manufacturing has become part of essential strategic decisions the firms have to make. International sourcing and most specifically the location of parts of the value chain to other countries often has to overcome cultural barriers and unfamiliar business requirements (Nassimbeni & Sartor, 2006) .
METHODOLOGY
The authors used the export data for Ethiopia and the export data for the world obtained from the International Trade Ferto and Hubbard (2000) RCA is a useful tool which helps in determining whether a country has comparative advantage or not. Richardson and Zhang (2001) have defined RCA as ratio of ratios which show relative trade shares. The technique was developed and used by Balassa (1965) in the form of:
With: X i,j denoting country i's exports of product j; X i, tot denoting country i's total exports; X w, j denoting the world's (all countries) export of product j; and X i, tot denoting total exports in the world. An RCA of equal and greater than 1 demonstrates that the country has Revealed Comparative Advantage. In other words, the exporting country is relatively specialized in producing and exporting the product line. An RCA of less than 1 demonstrates that the country has no Revealed Comparative Advantage and is not specialized in the product line (Balassa, 1965; Krugell & Matthee, 2009 ).
RESULTS AND DISCUSSION
Ethiopia has 302 product lines which have RCA equal or greater than 1. This shows that Ethiopia has revealed comparative advantage in those products. Ethiopia is therefore specialized in the production of such products. Table  1 below shows top 50 product lines with the highest RCA (2013) Tanned or crust skins of sheep or lambs tops the product list with the highest index of 1822. This product line is followed by sesamum seeds with an index of 1275. The third position is occupied by goat meat with an index of 907. It is followed by broad beans and horse beans with an index of 830. The fifth position is occupied by oil seeds and oleaginous fruits with an index of 784. Basically most of the products in the top 50 are agricultural products. Animal meat and their by-products are also very prominent in Ethiopia. There is little manufacturing products amongst the top fifty. The manufactured products include: curtains drapes blinds valances; men's and boy's night shirts; women's and girl's night dresses and pajama; and drilling machines. However, most of the products that Ethiopia has comparative advantage in are products which fetch low values in the international market. Ethiopia is gaining from international trade as advocated by Ricardo that it is not absolute advantage which matters but it is comparative advantage which matters and a country will have certain products that it has comparative advantage in. In this case, Ethiopia has 302 product lines in which it has comparative advantage respectively. However, the number of the products is too small although Ethiopia is highly specialized in them as demonstrated by the indices. It is clear that Ethiopia should focus on the production of these products and then export them. Ethiopia should therefore import products in which it has no competency to produce them. In doing so Ethiopia will contine to specialize in them. A focused export promotion program can help to identify markets for these products.
Other countries which want to outsource from Ethiopia will have to target these products in which Ethiopia has demonstrated that it is capable of producing them and supplying them. Ethiopia has demonstrated as compared to other producers, it is very much competitive on these 302 product lines.
CONCLUSIONS AND RECOMMENDATIONS
It is concluded that Ethiopia has comparative advantage in the production of 302 product lines and is benefitting from engaging in international trade with other countries. However, its comparative advantage is limited to 302 product lines. The base of its comparative advantage is therefore very narrow. In Ethiopia, there is also very little manufacturing going on. It is recommended that Ethiopia should diversify and venture into high level manufacturing in order to gain more in international trade. This will help Ethiopia export high value products which will lead to higher earnings to be realized from international trade. International purchasing plays a significant role in promoting comparative advantage. It I recommended that countries should source their supplies from countries which have comparative advantage in the production of such products. In case of Ethiopia, countries can source from amongst the 302 products in which Ethiopia has comparative advantage.
